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TAGS: ENRGIN 

SUBJECT: ENERGY: BUYOUT OF ESSO INDIA - DELAYED - BUT STILL ON. 

REF: A) NEW DELHI 1861; B) NEW DELHI 1999; C) BOMBAY 0379 (NOTAL); 

D) NEW DELHI 0924 

1. ON FEBRUARY 13, ESSO INDIA GENERAL MANAGER ARTHUR NEFF 
INFORMED CHARGE AND ECON COUNSELOR THAT GOI OFFICIALS HAD TOLD 
HIM PRESIDENT GIRI REFUSED TO SIGN PRESIDENTIAL ORDER FEBRUARY 12 
THAT WOULD HAVE ACQUIRED FOR GOI 74 PERCENT OF ESSO'S ASSETS IN 
INDIA (REFS A AND B). NEFF SAID THAT, EARLIER, THE FINAL GOEESSO 
AGREEMENT HAD BEEN APPROVED IN ITS ENTIRETY BY HOUSTON AND THE GOES 
CABINET. NO FURTHER DELAYS AHD BEEN FORESEEN. REPORTEDLY, HOWEVER, 
THE PRDSIDENT WAS OF THE VIEW THAT A GOI PURCHASE OF ESSO'S 
HOLDINGS BY PRESIDENTIAL ORDER, BETWEEN SESSIONS OF PARLIAMENT, 
WOULD REFLECT UNFAVORABLY ON INDIA. 

2. WE TEMPORARILY WITHHELD THE ABOVE REPORT AT NEFF'S REQUEST. 

HE SAID HE DID NOT PLAN TO INFORMHOUSTON UNTIL ALL EFFORTS HAD BEEN 
MADE TO REVERSE THE PRESIDENT'S DECISION, AND ASKED THAT WE HOLD 
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OUR INFORMATION IN ABEYANCE AS WELL IN THE HOPE THAT THE INITIAL 
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DELAY COULD MERELY BE TREATED AS AN INERIM FALSE ALARM. 

3. LATE FEBRUARY 14, NEFF INFORMED CONGEN BOMBAY THAT A LONG 
SESSION AT THE MINISTRY OF LAW FEBRUARY 1* ULTIMATELY PROVED TO BE 
"FRUITLESS" AND THAT GOI NOW INTENDS TO INTRODUCE BILL IN PARLIAMENT 
FEBRUARY 21. PLAN WILL BE TO ATTEMPT TO COMPLETE DEBATE ON THIS 
ISSUE BY FEBRUARY 25, OR BEFORE BUDGET DISCUSSIONS BEGIN. NEFF 
FEERS, HOWEVER, THAT DEBAT COULD 'TRIGGER CONSIDERABLE FIREWORKS." 

IF SO, PASSAGE OF BILL COULD BE DELAYED FOR SEVERAL MONTHS, WITH 
FURTHER POSSIBILITIES THAT DEAL MAY IN THE LONG RUN FALL THROUGH. 

HE SEEMED TO FEEL THAT LONG DRAWN OUT DISCUSSIONS AND SUBSEQUENT 
DELAYS MIGHT RAISE QUESTION OF PAYMENT IN FOREIGN EXCHANGE, WITH 
GOES SHORTAGE OF FOREIGN EXCHANGE BECOMING THE KEY QUESTION. 

4. ON THE BRIGHTER SIDE, NEFF SAID THAT CONCERNED GOI OFFICIALS 
ARE CURRENTLY OPTIMISTIC. PETROLEUM MINISTRY SECRETARY P.K. DAVE, 
REPORTEDLY TOLD NEFF THAT THE PRIME MINISTER IS INTERESTED IN 
SEEING THE BILL PASS QUICKLY AND WOULD "CALL OUT A WHIP" IF 
NECESSARY TO FORCE A FAVORABLE VOTE. DAVE ALSO REMINEDED NEFF 
THAT PRESS SUPPORT WOULD HELP THE BILL THROUGH PARLIAMENT. (NEFF 
AGREED THAT THE PRESS HAS SUPPORTED THE PROPOSAL THUS FAR, THOUGH 
"PRESUMABLY IT HAS NOT KNOWN THE TERMS.") (FYI: ON FEBRUARY 15, 

THE FINANCIAL EXPRESS STATED IN A BRIEF, LOW KEY, ARTICLE THAT THE 
GOVERNMENT PLANS TO INTRODUCE A BILL IN PARLIAMENT AS CITED ABOVE. 
THE GOI WAS GIVEN CREDIT FOR ITS "DECISION TO SEEK PARLIAMENTARY 
APPROVAL INSTEAD OF ISSUING AN ORDINANCE" BETWEEN SESSIONS OF 
PARLIAMENT. THE PREISENT OF INDIA WAS NOT MENTIONED. THIS IS THE 
FIRST TIME THE PRESS HAS DEALTH WITH THE ESSO/GOI EQUITY SHARE SALE/ 
PURCHASE SUBIECT SINCE THE GOVERNMENT ANNOUNCED THAT AN AGREEMENT 
HAD BEEN REACHED IANUARY 18 (REF D). MORE DETAILED REPORTS 
MAY NOW BE EXPECTED TO FOLLOW, AND IN A MANNER TIMED TO 
BEST MEET THE GOI'S ANTICIPATED NEEDS. END FYI) 

5. WHILE NEFF CONCURS WITH DAVE, AND OTHERS, THAT PARLIAMENT 
CAN PUSH THE BILL THROUGH RAPIDLY IF IT IS MOTIVATED TO DO SO, HE 
REMAINS APPREHENSIVE IN THIS REGARD. HE REITERATED TO CONGEN 
BOMBAY THAT HE IS AFRAID THAT THE WHOLE DEAL MAY "BECOME UNSTUCK" 

IF PARLIAMENT DOES NOT GIVE THE BILL ITS APPROVAL BEFORE THE BUDGET 
IS INTRODUCED. 
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6. NEFF CONINTUES TO ASK THAT ALL OF THE ABOVE INFORMATION 
BE TIGHTLY HELD. 

SCHNEIDER 
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